This chapter investigates how financial literacy and information overload influence the decision to purchase an annuity and how they relate to subsequent confidence and satisfaction. Using a dataset from a large-scale experiment, we find that as financial literacy increases, information overload decreases. In addition, people who experience higher levels of information overload are less confident in their choice and are less satisfied with their decision. We recommend that educators and retirement plan architects consider simplifying the decision environment in addition to improving financial literacy with the goal of increasing investor confidence and satisfaction.
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Financial literacy plays an important role in many investment decisions and on saving behavior. Research shows that individuals who are less financially sophisticated avoid the stock market (Christelis et al., 2006; Kimball and Shumway, 2006; van Rooij et al., 2007 van Rooij et al., , 2008 , are less likely to save for retirement (Lusardi and Mitchell, 2006 , and may be more likely to succumb to the default bias (Agnew and Szykman, 2005) . In addition, individuals with less knowledge tend to make poor debt decisions related to mortgage refinancing (Campbell, 2006) and often transact in more costly manners than others (Lusardi and Tufano, 2009 ). Literature in this area continues to grow rapidly as researchers find an increasing number of investment behaviors that are influenced by financial knowledge.
This chapter contributes to this literature by examining a financial decision that is relatively understudied from the financial literacy perspective. With the shift from defined benefit (DB) plans to defined contribution (DC) plans, it is a decision that a growing number of retirees will face: specifically, whether they should annuitize their retirement savings.
1 This complicated decision requires that individuals consider not only their future consumption needs and portfolio allocation options but also their longevity risk. For many retirees, this can be a daunting task, especially for the least financially literate. In this chapter, we use data collected from a largescale laboratory experiment to study how financial literacy relates to this decision, as well as how it influences the information overload that participants may experience. We also study whether these variables have an influence on participants' confidence and satisfaction levels once they have made their choices. Although the investment decision in our experiment is much less complicated than the one that people might encounter in the real world, the controlled setting of our experiment provides a good opportunity to study how financial literacy may influence this important retirement decision. Moreover, this chapter provides additional insight into why the annuity market may be smaller than theoretically expected. Researchers often refer to this finding as the 'annuity puzzle'.
We begin with a brief review of the existing literature. We then describe our laboratory experiment and the choice that participants were asked to make. Next, we discuss several of the quantitative measures that we include in the experiment. Finally, we present our results, provide our conclusions, and discuss their implications.
Prior studies related to annuities, financial literacy, and overload
The literature exploring the influence of financial literacy on important financial decisions related to retirement investing is growing rapidly. Several studies have shown that individuals with greater financial knowledge are more likely to plan for retirement, accumulate greater wealth, and participate in the stock market. For example, van Rooij et al. (2008) show that financial sophistication fosters stock market participation. They find that a one standard deviation increase in the level of financial sophistication increases the probability of owning stocks by 8 percentage points. They explain that 'a high level of financial skills lowers economic and psychological barriers to invest'. Furthermore, Lusardi and Mitchell (2009) show that, even after controlling for a range of socioeconomic factors, advanced financial knowledge is still significantly related to retirement planning. In addition, Agnew et al. (2009) find that individuals who do not understand several financial concepts are less likely to participate in both automatic enrollment and voluntary enrollment 401(k) plans. Agnew and Szykman (2005) also demonstrate that individuals with lower financial literacy are more likely to choose the default investment option in an experiment examining retirement investment choices.
Most of the focus on financial literacy in the retirement literature has centered on the asset accumulation phase of saving. To date, there has been relatively less focus on the decumulation phase and, specifically, the decision whether or not to buy annuities, which is the subject of this chapter. While annuities are an attractive choice for many retirees because they insure against longevity risk, the size of the actual lifetime annuity market is far smaller than theoreticians would expect, and it is unclear why. As a result, academics have worked to uncover 'rational' and, more recently, behavioral reasons for this finding. It is clear that the rational supply-side and demand-side explanations summarized by Brown (2008a Brown ( , 2008b do not completely explain the small market. That said, newer research focusing on behavioral factors appears promising and is providing new insight into the 'annuity puzzle' (e.g., Brown et al., 2008) . As Brown (2008a) argues, the fact that behavioral biases may influence the decision to choose annuities suggests that financial knowledge may also play a role. He points out that those who are less financially literate may be more susceptible to framing and other biases. Brown (2008a) provides a helpful review of the limited research in this area and summarizes the often conflicting results.
One reason there has been relatively little work in this area is that it is difficult to find data that directly measure financial literacy. Until recently, education was often used as a proxy for financial literacy. The early studies using only this variable find mixed results relating educational attainment to annuity purchases. For example, Johnson et al. (2004) find, using Health and Retirement Study data, that annuity payments outside of Social Security payments increase with education. Given that higher educated individuals are more likely to have private pensions, this might be expected. Yet Brown (2001) examines stated intentions to annuitize DC balances and finds no significant relationship between education and this decision, after controlling for 'annuity equivalent wealth'. One issue with interpreting these findings is that education and financial literacy are not perfectly correlated, so schooling is an imperfect proxy (Lusardi and Mitchell, 2007) . As a result, it has not been until recently that researchers have attempted to control for literacy in addition to education in their analyses.
In a new study, Previtero (2010) controls for both general education and financial education levels using a unique dataset of 18,000 participants enrolled in IBM's DB plan from 2000 to 2008. The main focus of that paper is to determine whether past stock performance influences the decision to annuitize. The author finds evidence that it does, but no evidence that having prior financial education on its own matters. Interestingly, he argues that those with past financial education may weigh recent stock returns more heavily in their decisions. This evidence of excessive extrapolation is another example of a behavioral bias influencing the decision to annuitize. It is important to note that he finds that those with financial education are also susceptible to excessive extrapolation behavior. Agnew et al. (2010) also find evidence of excessive extrapolation in their experimental work concerning annuities.
In another empirical study, Mottola and Utkus (2007) examine individuals in two DB plans and conclude that individuals who are more affluent, married, and male are more likely to choose a lump sum over an annuity. They remark that individuals that choose the lump sum have demographic characteristics often characterizing individuals with higher levels of financial experience and financial literacy. Similarly, we find evidence that financial literacy is negatively related to choosing an annuity in an early analysis of the same experimental data we use in this study (Agnew et al., 2008) . As we mention in that article, the preference for the investment option may be driven by familiarity with investment vehicles, proxied for by high financial literacy scores or by participants' overconfidence in their ability to invest. It could also be because the added complexity of the investment decision made the annuity option relatively more attractive for those with less financial literacy. Our current study expands this earlier analysis to control for additional factors that may affect the overall significance of our financial literacy measure.
One of the new factors we add to our study is the analysis of information overload (both cognitive and emotional). When people experience information overload, they can become overwhelmed by the task at hand and may experience anxiety and stress. In some cases, they may simply avoid the decision or use a simple heuristic to make a choice. This strategy can have a negative consequence on financial outcomes, depending on the heuristic used.
2 Eppler and Mengis (2004) argue that specific personal characteristics (such as existing knowledge) can influence how much overload a person experiences, suggesting that financial literacy may have an influence on overload. We also find evidence of this in our past research, suggesting that people with less financial knowledge do report greater levels of information overload (Agnew and Szykman, 2005) . Furthermore, in a preliminary analysis of the data to be described later, we find additional support for the inverse relationship between overload and financial literacy (Agnew and Szykman, 2010) . We also show that those who experience more overload are more likely to choose annuities. This current chapter advances this analysis by examining in more detail the important relationship between overload and financial literacy, as well as overload and the annuity decision, by using more sophisticated statistical techniques that control for important variables. We also expand the analysis to include confidence and satisfaction measures. To our knowledge, this is the first time that these measures have been analyzed in the context of the annuity decision.
The annuity experiment
Our data were collected in a large experiment first described in Agnew et al. (2008) , where we reported that message framing influences choice. The present study focuses specifically on new findings that relate to the annuity decision and to financial literacy and information overload. Our basic experimental design is a three (annuity bias, investment bias, no bias) by three (annuity default, investment default, no default) betweensubjects design. In the experiment, participants start with a ten-question financial literacy quiz designed to measure their financial sophistication. Once all participants complete the quiz, we measure their risk preferences by using a lottery choice experiment (Holt and Laury, 2002) . Next, participants are shown a five-minute slide show that contains the framing manipulation (annuity bias, investment bias, no bias). At the conclusion of the slide show, participants are led through detailed instructions and examples on how to play our 'retirement game'. Next, we tell participants they have $60 in an 'account' to begin the game. Participants then decide whether to 'purchase an annuity', which would give them a fixed payment every round, or allocate their money between a simulated 'market' and a risk-free 'holding account'. Unfair annuity pricing and adverse selection are avoided by making the annuity price actuarially fair and making subjects aware upfront of their identical survival probabilities over the sixperiod game. If participants choose the annuity, they receive $16.77 for every period they 'survive' in the game, which is determined by a die roll. If the investment choice is selected, the participant faces a series of decisions each round. During each round, he/she must decide how much to withdraw (to simulate living expenses), and then how much to allocate between the 'market' and the 'holding account'. Once these decisions are made, dice are rolled to determine the market gains or losses. After incorporating the new returns into each participant's account balance, another die roll is completed to determine whether the participant survives to continue playing another round of the game. Regardless of whether they choose the investment or the annuity choice, participants can live up to a maximum of six rounds. The design of our specific experiment makes the annuity the less complicated choice because, with the annuity, participants must only make a single decision in the beginning of the game. With the investment option, participants must decide how much money to invest and withdraw in each round. Therefore, if someone is overwhelmed, confused, or overloaded, we would expect them to choose the annuity, because it requires less thought and fewer decisions. Of course, our findings are closely tied to the specific experimental design, and one might envision scenarios where the annuity choice would not be so easy. For example, the many different types of fixed and variable annuities offered in the current market might overwhelm a consumer unfamiliar with these products. The more annuity features and vendors the individual must consider, the more difficult is the decision. In our experiment, the participants only had to consider a simple life annuity that was fairly priced. In addition, the investment option in our experiment required that our consumers make periodic decisions about their portfolios. While participants should ideally be monitoring their portfolio choices and rebalancing as needed, research shows that individuals change their retirement allocations only infrequently over time (Ameriks and Zeldes, 2001; Agnew et al., 2003) . This is commonly called inertia. Therefore, in a different scenario with multiple annuity options, and when individuals are prone to inertia, selecting the investment option may, in fact, be the path of least resistance. In addition, although we find no evidence of a default bias in our experiment, the potential influence of plan architecture on retirement decision-making cannot be denied, given prior research. 4 Therefore, it is possible that a particular plan design might influence one choice over another, based on how the information is presented or how the choice must be made. These caveats should be kept in mind when considering our results.
Measuring financial literacy
As mentioned earlier, before individuals participate in our retirement game, we measure their financial literacy with a ten-question exam. We also attempt to measure their perceived knowledge versus their actual knowledge by asking them how many questions they are very confident they got right on the exam, after they finished it. In previous work (Agnew and Szykman, 2005; Lusardi and Tufano, 2009) , individuals' perceptions of their own knowledge has been found to be inconsistent with their actual knowledge. While it is not uncommon to use self-assessed measures in the marketing literature as proxies for actual knowledge, our earlier finding prompts us to gather both types of measure and carry out further analysis of the relationship between perceptions and actual scores. Table 9 .1 reports the actual questions in our exam. By design, these questions vary in difficulty from very simple to more advanced. For example, the first question asks whether it is true that it is best to start early when saving for a future goal. We anticipate that most people should know the answer to this. By contrast, we expect fewer people to be familiar with the answer to the more advanced question asking for the definition of beta (Question 9). Our goal for the quiz is to be able to separate the financially sophisticated participants from the less sophisticated, inasmuch as prior research relates more advanced knowledge to retirement readiness (van Rooij et al., 2007 (van Rooij et al., , 2008 Lusardi and Mitchell, 2009 Table 9 .2 reports the accuracy of responses to each question, where most participants could correctly answer the first question (95 percent) but fewer could define beta correctly (25 percent). Two other questions also appear to be more difficult than the others, with accuracy rates below 75 percent: many participants do not know what securities are invested in a money market fund (Question 6, with 33 percent correct) and how interest rates and bond prices move relative to one another (Question 10, with 53 percent correct). In addition, the money market composition question and the beta question elicited more 'Not sure' responses (28 and 62 percent, respectively) compared to the others. the median to split the sample based on the score of seven and below for a low literacy group, and eight and above for a high literacy group. This division captures, in the high literacy category, those who are more likely to give a correct answer to the more difficult questions we previously identified. Using these two literacy groups, Table 9 .4 examines the influence of demographics. We find that more males fall in the high-literacy category than do females and the percentage of subjects with high literacy increases with education, income, and age. These results are broadly consistent with Source : Authors' calculations; see text.
OUP UNCORRECTED PROOF -REVISES, 25/7/2011, SPi previous literature (e.g., Agnew and Szykman, 2005) . In addition, using the participants' estimates of their quiz score relative to their actual financial score, we divide our participants into three groups: those who overestimate, those who correctly estimate, and those who underestimate their score on the exam. Those who underestimate may not have been confident with all of their answers and were forced to guess on some. Those who correctly predict their score most likely have a strong grasp of what they know and what they do not know in finance. Finally, those who overestimate their score are indicating that they feel very confident about the accuracy of some questions that they actually answered incorrectly. In Table 9 .5, Panel 1, the percentages of participants that underestimate, overestimate, and accurately predict their actual financial literacy scores are displayed. As those with a score of one cannot underestimate their scores and those with perfect scores cannot overestimate them, we do not understanding of one's own financial literacy is important because those who do not understand how much they do not know may be less likely to seek assistance. Panel 2 of Table 9 .5 allows us to look at literacy relative to demographics, having eliminated from the sample participants earning the two extreme scores. Interestingly, a larger percentage of men (25 percent) overestimate their scores compared to women (20 percent), consistent with overconfidence observed in men related to other financial behaviors such as trading (Barber and Odean, 2001) . Education also seems to matter: the percentage of participants overestimating their performance declines with more education, from 26 percent with some college education to 19 percent with graduate training. Similarly, the percent of participants overestimating falls with income, from 32 percent for those making between $20,000 and $40,000 to 17-18 percent for those making more than $80,000. Accordingly, it appears that some populations (the lowest income and least educated) identified in previous literature as vulnerable are more likely to overestimate how many questions they answered correctly in this study. Given the inaccuracy in many of the self-reported scores, we will use the actual tested financial literacy score for our literacy measure going forward. Next, we use a multivariate probit analysis to examine how demographics relate to tested financial knowledge. Table 9 .6 reports marginal effects for the regression relative to a 40-to 50-year-old, college-educated woman, who Notes : Standard errors are in parentheses. Race/ethnicity is also controlled for. ***Significant at 1 percent level; **significant at 5 percent level; *significant at 10 percent level.
Source : Authors' calculations; see text.
OUP UNCORRECTED PROOF -REVISES, 25/7/2011, SPi is unmarried and earning between $40,000 and $60,000. The first column shows the results for the tested financial knowledge. We find older individuals are significantly more likely to be in the high literacy category. In addition, high-school educated individuals are 14 percent less likely to be in the high-literacy category, while men are more likely to fall in the highliteracy category by 22 percent. The findings are broadly consistent with others (e.g., Agnew and Szykman, 2005) .
Information overload measures
To capture both the cognitive and emotional aspects of information overload, we use two different measures. The multi-item measures are based on the responses to questions found in Table 9 .7, and responses for all questions in the scale are averaged to construct a composite score. We then use a median split for both measures to place individuals in two categories (high and low). As reported in Table 9 .8, we estimate two multivariate probit regressions using our binary overload measures as dependent variables to test for a relationship between information overload and literacy.
Results show that individuals in the high-literacy category are 10 percent Think about the information that was presented to you about the differences between the investment option and the annuity option. Using EACH pair of words listed below, indicate how the information made you feel. less likely to be in the high-cognitive-overload category. We find a similar result for emotional overload. Interestingly, we also find that certain demographics matter. Men are less likely to report information overload, regardless of the measure. In addition, those under age 30 are more likely to report cognitive overload (16 percent) and emotional overload (29 percent). One possible explanation for this may be that the young may not have been exposed to annuity products and may be less familiar with them.
Analysis of the annuity choice Table 9 .9 examines participants' actual decisions between annuities and investments in the experiment, where we build on Agnew et al. (2008) by including two additional measures of information overload as Notes : Standard errors are in parentheses. Analysis controls for race, biases, defaults, and risk included in regression but not reported. Race/ethnicity is also controlled for. ***Significant at 1 percent level; **significant at 5 percent level; *significant at 10 percent level.
OUP UNCORRECTED PROOF -REVISES, 25/7/2011, SPi well as controls for demographics, risk aversion, and the framing conditions. Here, we report only the marginal effects for the demographic variables that are significant and our variables of interest-financial literacy and overload.
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Financial literacy might play a role in this decision in four possible ways. First, as mentioned earlier, the experimental annuity choice requires the least effort, so those with less financial literacy may prefer the less complicated annuity choice. Second, highly literate individuals may be overconfident in their investment abilities and, therefore, more likely to choose the investment option. This would be interesting, given that skill cannot influence the reported investment performance (it is based on dice rolls). Third, a familiarity bias might exist. More financially literate individuals may be more familiar with equities and, as a result, more likely to choose them. Conversely, individuals with low literacy may choose to avoid these types of securities. Finally, the more financially literate may be more likely to invest in the annuity because they appreciate the insurance against longevity risk.
The findings suggest that more financially literate individuals find our investment option more appealing. Thus, the first three theories presented cannot be ruled out. We also find that those with higher income are significantly less likely to choose the annuity, consistent with Mottola and Utkus (2007) . A familiarity bias might be driving this result. Although only significant at the 10 percent level, we also find a positive relationship Notes : Standard errors are in parentheses. Variables of interest (overload and financial literacy) reported. Only statistically significant demographic coefficients reported. Other controls included but not reported include race, biases, defaults, additional demographics (age, income, education, marital status), and risk. ***Significant at 1 percent level; **significant at 5 percent level; *significant at 10 percent level.
OUP UNCORRECTED PROOF -REVISES, 25/7/2011, SPi between emotional overload and the selection of annuities. Thus, those that felt overwhelmed were more likely to choose the simpler option.
Confidence and satisfaction
We are also interested in whether financial literacy relates to individuals' feelings about their choice immediately after they make it, and then again after the game is over and they know the final outcomes. While most research has focused on how literacy influences actual decisions and intended actions, we believe it is also important to understand how people feel after making their decisions. For example, are more financially literate individuals more content and confident with their choices because they understand their risks? If participants experience more overload, are they less likely to feel satisfied with their choices regardless of outcomes? If we can show that higher literacy and less overload are related to greater feelings of confidence and satisfaction, then this suggests there are additional benefits to financial training and simplifying investment information beyond encouraging sound investment decisions. We examine how confident individuals are with their decision considering both their literacy and feelings of cognitive and emotional overload in Table 9 .10. To measure confidence, we ask participants the following question immediately after making their choice: 'Thinking of the choice you just made between the investment option and the annuity option, circle a number from 1 to 10 to indicate how confident you are that you made a good decision' (1 = not confident; 10 = extremely confident). They answer this question prior to playing the game and before knowing the final financial outcome.
Once the game is over and participants know how much they earn, we ask them a series of three more questions to assess their overall satisfaction. We once again average the responses to get a summary score and then use a median split to divide the individuals into high-and lowconfidence and satisfaction categories. As before, we estimate a multivariate probit regression, with the binary dependent variable equal to 1 for the high category and 0 for the low category. Likewise, we report only the statistically significant demographic variables. Looking first at pre-game confidence, financial literacy does not matter for confidence, but both types of overload have a significantly negative relationship with participant confidence levels. Those who are in the higher cognitive overload category are 30 percent less likely to be highly confident. Similarly, those who are emotionally overloaded are 24 percent less likely to be in the higher confidence category. We find no relationship between the actual option chosen (annuity or investment) and initial confidence levels following the decision. Our post-game regressions examine overall satisfaction once the individuals know how much they earned. Additional control variables account for overall winnings and the number of periods each person 'lives'. We expect that individuals will be more satisfied if they 'live' through more periods and earn more money. We also control for their initial confidence in their decisions because attitude theory predicts that when people have strong attitudes toward something, they will create or change other attitudes that are inconsistent with the pre-existing attitudes (Eagly and Chaiken, 1993) . 9 Once again, overload plays a large role. Individuals Notes : Standard errors are in parentheses. Variables of interest (overload and financial literacy) reported. Only statistically significant demographic coefficients reported. Other controls included but not reported include race, biases, defaults, additional demographics (age, income, education, marital status), and risk. ***Significant at 1 percent level; **significant at 5 percent level; *significant at 10 percent level.
OUP UNCORRECTED PROOF -REVISES, 25/7/2011, SPi Annuities, Financial Literacy, and Information Overload 173 are less likely to be satisfied if they experience cognitive or emotional overload when making their decisions. This is an important finding because it suggests that financial planners may be able to improve their clients' satisfaction by reducing the likelihood that they will experience information overload during the decision-making process. So, while they cannot guarantee financial gains and cannot control for the individual characteristics of each client, they can control how the information is presented, which can improve satisfaction levels. Literacy is also important but not very significant (10 percent level) to post-game satisfaction.
Conclusion
The analysis presented in this chapter explores how financial literacy and feelings of emotional and cognitive overload relate to a financial decision of growing importance to the soon-to-be-retired: specifically, the decision of whether to annuitize retirement savings. Using data from a large-scale laboratory experiment, the analysis from this chapter not only sheds new light on how literacy and overload relate to each other but also reveals how these factors may influence financial choices in general, as well as relate to subsequent levels of satisfaction and confidence. Later, we summarize our main results from this chapter and their implications, as well as provide our recommendations for improving plan participants' decision satisfaction. In our analysis, we outline several new financial literacy and information overload results with potentially negative implications for some retirement savers. For instance, we identify population subgroups that may be either systematically overestimating or underestimating their financial knowledge. For those who overestimate their knowledge, potential concerns can arise because they may not seek out financial advice due to overconfidence about what they know. As a result, financial educators must realize that they may not be reaching certain segments of the population because those consumers may not be seeking assistance.
In our analysis, we also demonstrate that lower financial literacy relates to more cognitive and emotional overload. Avoiding overloading consumers is a worthwhile priority for those who develop plan communications because overload may hamper individuals' decision-making and can even cause some people to avoid making decisions altogether. The results from this chapter suggest that plan communicators must keep in mind that low-literacy participants may be more susceptible to information overload and develop their materials accordingly.
We also find new evidence suggesting that there are additional benefits gained from reducing information overload beyond encouraging more thoughtful decision-making. Our findings suggest that while framing the choice in the simplest fashion may reduce overload, it may also increase individual feelings of confidence and satisfaction. Thus, efforts to make investment products and decisions easier to understand could improve how people feel about their decisions, as well as increase customer satisfaction levels reported to plan sponsors. Of course, financial markets will always be uncertain and even when individuals make informed and intelligent financial decisions, they will still suffer financial losses. Yet based on this evidence, we believe that overloaded individuals will be less confident and less satisfied than others experiencing similar financial performance because the overloaded individuals may not have made thoughtful choices. Simplifying the information presented so that it is more easily understood may help people better understand the associated risks and benefits of their options, enabling them to make more informed decisions. If consumers are less overwhelmed when deciding whether to annuitize, they may actually be more satisfied and confident with their decisions. Industry professionals could do well to focus on making the decision-making process less arduous and consider how important simplicity is in plan design. Finally, as Choi et al. (2002) have shown in their research, the 'path of least resistance' has a powerful effect on decision-making. We add to this literature by finding additional evidence that this path might hold the most attraction to those who are the least financially literate. In our experiment, the least financially literate were more likely to choose the annuity. We theorize that as the required decisions related to the annuity in our experiment were fewer and less complicated than those required for the investment choice, choosing the annuity was the 'path of least resistance' because it minimized decision-making efforts in this context. As a result, plan architects should carefully consider the choices they present to participants and keep in mind that the choice option that requires the least effort may attract the least financially literate. In conclusion, we believe empowering investors through financial education, simplified plan design, and effective communication is not only good for the investor, as it should encourage more thoughtful and confident decision-making, but also of benefit to plan sponsors and the entire industry by producing more satisfied consumers. One example of an ineffective investment heuristic is using past returns to choose investments. For example, when Sweden introduced their pension scheme, investors making an active investment choice were most likely to choose a technology and health-care fund that recorded the best five-year fund performance out of all 456 funds presented in their investment menu (Cronqvist and Thaler, 2004) . Very likely, these individuals were overwhelmed with the number of options, so they relied on past performance to make their fund selection. Unfortunately for those who selected this fund, by 2003 the Internet bubble had burst and this fund had lost 69.5 percent of its value. One worthwhile exercise for the finance community would be to devise heuristics that lead to better outcomes. Regardless of how plans are designed or communication is simplified, there will always be somebody that is overwhelmed with the information. These individuals could benefit if they had at their disposal several basic heuristics that would lead to sound investment decisions. 3 Detailed explanations regarding the experimental procedure followed can be found in Agnew et al. (2008) . 4 Existing studies examining the annuity decision and defaults provide mixed evidence of their influence. See Brown (2008a) for more details. 5 Our measure is not designed to measure cognitive ability, and we do not believe that it could serve as a proxy for this because most of the questions require some understanding of economics and finance. Lusardi et al. (2010) and van Rooij et al. (2007) control for IQ and cognitive ability in their study, and find the financial literacy variables remain statistically significant. Although previous research demonstrates that basic financial knowledge can also be important, we note that Lusardi and Mitchell (2009) find that when they include a sophisticated measure of financial literacy with a basic measure in their analysis, the basic measure is no longer significant. 6 We do not analyze our 'Not sure' responses here but Mitchell (2006, 2008) find that 'Do not know' responses can provide valuable insights. Therefore, we plan to examine our 'Not sure' responses further in future analysis. 7 Although not reported here but consistent with our previous research, we once again find a significant relationship between the framing condition and choice. In addition, those who are more risk averse are more likely to choose the annuities. 8 See Agnew et al. (2008) for detail about how this was calculated. 9 According to attitude theory, when formulating an attitude towards how satisfied one is with one's choice, a person will seek to be consistent with related attitudes that the person currently has (i.e., confidence). According to this, we would not expect a person reporting low satisfaction levels to have reported high confidence in their initial choice.
